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Annual Meeting 


The Annual Meeting of Shareholders will be held in the Ballroom of the Royal York Hotel, 
Toronto, at 2:00 p.m. E.S.T., Thursday, April 24, 1975. 


Front Cover: Much of Gulf Canada’s 1974 capital pro- in Far North operations. Small aircraft transport food 
gram for finding and producing additional energy and personnel between locations, while heavier craft 
resources was concentrated in the Mackenzie Delta and ferry equipment and supplies from Alberta centres to 
Arctic Islands. Below: Transportation is a major expense the Company’s frontier division. 


On peut obtenir ce rapport annuel en francais sur demande. 


As part of its native 
employment program, 

a weekly 500-mile shuttle 
flies Eskimo workers from 
Gulf Canada’s Swimming 
Point base to their homes 
at Coppermine, N.W.T. 
Right: Heavy transporta- 
tion equipment is readied 
for operation in —50°F. 
temperature and in winds 
gusting to 50 m.p.h. 


Highlights of operations 


Financial 


Earnings for the year 


Per share 


Total dividends to shareholders 


Per share 


Shareholders’ equity at year-end 


Per share 


Capital expenditures 
Working capital 
Long term debt 


Operating 


Crude oil processed by and for the Company 


Petroleum products sold 
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Natural gas produced and sold — gross 


Petrochemical sales 


1974 1973 
$161,000,000  — $100,200,000 
$ 3.54 § 2.20 
$ 36,400,000  $ 31,800,000 
$ .80 $ 70 
$898,300,000 $773,700,000 
$ 1975 Ah $ 17.01 
$115,900,000  $ 67,600,000 
$357,700,000 $351,500,000 
$102,600,000 $196,000,000 

Barrels per day 
139000 149,000 
99,000 425,000 
330,000 327,000 
272,000 262,000 


Thousands of cubic 


feet per day 
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483,000 
406,000 


487,000 
434,000 


Pounds per day ; 
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2,063,000 


2,305,000 


Report to the shareholders 


East year’s Annual Report outlined 
some of the uncertainties and prob- 
lems confronting the Canadian oil 
industry at that time. 


The OPEC countries had raised the 
price of foreign crude oil to three 
times its previous level and, in addi- 
tion, these nations employed an oil 
embargo to assist in obtaining their 
political aims. Gulf Canada, along 
with other oil companies in Canada, 
arranged to supplement supply to 
customers in Eastern Canada by 
transporting Canadian crude from 
Ontario to Montreal refineries by 
ship during the open navigation 
season and, subsequently, using the 
Panama Canal to transport oil from 
the West to the East Coast, together 
with other supply arrangements. 


The federal government in Septem- 
ber, 1973, had imposed a price 
freeze on petroleum products mar- - 
keted in Canada as well as on crude 
produced in Western Canada. A 
side-result of the world supply situa- 
tion was that Ontario and Quebec 
markets ceased to be dumping 
grounds for world surpluses of gaso- 
line and heating fuels, which had 
disappeared because of the world 
crude oil shortage. 


While some of these matters have 
now been settled, new problems 
were added during 1974 so that 
major uncertainties continue to be 
faced. As a result of agreement be- 
tween the provincial and federal 
governments, the average wellhead 
price of Canadian crude oil was 
raised on April 1, 1974, from $3.80 
to $6.50 per barrel with the under- 
standing that this price would not 
be changed for 12 to 15 months. 
Shortly thereafter the governments 
of Alberta, Saskatchewan, and British 
Columbia sharply increased their 
royalty rates, and on May 6 the 
federal government introduced a 


budget which, among other adverse 
effects on the oil industry, made 
these provincial royalty payments 
subject to federal income tax. 


In May the federal government was 
defeated on its budget resolutions. 
In the subsequent election on July 8 
the government was returned with 
a clear majority. In the post-election 
budget introduced on November 18, 
in spite of the strong recommenda- 
tions that had been made by the re- 
source industries in the meantime, 
these tax provisions were again in- 
cluded retroactive to May 7, and 
certain other changes were intro- 
duced. Although the federal govern- 
ment claimed to have alleviated the 
effect of the earlier proposals to 
some degree, the impact on Gulf 
Canada was more severe than the 
provisions of the May budget. 


The problem boils down to a 
dispute between the provincial and 
federal authorities over the share 
of revenue from production of 
Canada’s natural resources that 
should go to each. Since resource 
companies are caught in the middle 
of the dispute, they must accept a 
smaller return than is available in 
some other parts of the world for 
the exploration and development of 
petroleum resources. As a con- 
sequence, the level of exploration 
activity in Canada has slowed down 
to the point where it may not be 
sufficient to generate the reserves 
required to meet future energy 
needs. 


While Alberta and Saskatchewan 
have acted to ameliorate the situa- 
tion somewhat insofar as those prov- 
inces are concerned, the magnitude 
of the improvement is not sufficient 
to restore confidence to the extent 
necessary and the basic dispute con- 
tinues as to what constitutes an 
equitable distribution of resource 
revenues. Until this problem is re- 
solved, the climate is not favorable 


of additional oil and gas resources 
and the adequacy of Canada’s future 
supply is placed in jeopardy. 


During the year the National 
Energy Board published its report on 
the adequacy of Canada’s oil re- 
sources to allow continuing exports. 
On the basis of this report, the 
government has announced that 
crude oil exports to the United 
States will begin to be curtailed in 
1975 and be completely phased out 
by 1982. The announced reductions 
in exports will result in a decrease in 
total Canadian crude oil production 
since Canadian demand is not ex- 
pected to increase as fast as exports 
are being reduced. 


In recent months the National Energy 
Board has been holding public hear- 
ings on the future supply and de- 
mand for natural gas. From the 
evidence presented, it appears that 
there will be insufficient natural gas 
to meet Canada’s projected future 
needs plus its export commitments 
unless gas becomes available from 
the frontier areas. Gulf Canada is an 
active participant in the Canadian 
Arctic Gas project, which has ap- 
plied to the N.E.B. for permission to 
construct a pipeline that would 
transport gas 2,600 miles from the 
Mackenzie Delta and Alaska to 
markets in Eastern Canada and the 
United States. We believe that this 
project holds the best promise of 
providing the transportation facilities 
required to make gas from the 
frontier areas available to Canadian 
markets by the time it is needed. 


Guilt Canada is also a participant 
in the Syncrude oil sands project in 
Alberta which during the year an- 
nounced the construction of a mine 
and other necessary facilities to 
extract synthetic crude oil from the 
Athabasca Tar Sands. The expected 
cost of the Syncrude project — now 


for exploration and for development estimated at $2 billion — has con- 


tinued to escalate due to inflation 
and a clearer definition of the 
extent of the undertaking. With- 
drawal of one of the partners in 
December led to an agreement, 
early in February, 1975, under which 
the federal government and the gov- 
ernments of Alberta and Ontario will 
provide $600 million of the $2 billion 
of equity investment required, with 
Alberta making certain loans and 
assuming financial responsibility for 
some off-site facilities. 


The federal and various provincial 
governments continue to take a 
growing interest in the day-to-day 
operations of Canadian oil and gas 
companies. Specifically, they have 
investigated and, in some cases, 
fixed the prices and margins relating 
to the sale of petroleum products. 
These regulatory moves limit the 
flexibility of the industry to recover 
fully its increased operating costs. 
Even more important in the long 
run, such restrictions interfere with 
the free working of the fiercely 
competitive marketplace to the 
eventual detriment of the consumer. 


Towards the end of 1974 the 
abnormal restrictions on supplies of 
crude oil disappeared and, con- 
sequently, surpluses of various 
petroleum products again became 
available offshore. In past years 
Canada has been a dumping ground 
for such surpluses and the return of 
this excess supply situation is having 
a depressing effect on the market 
prices of gasoline and heating fuels 
in Eastern Canada and, to some ex- 
tent, in Ontario. Canada now has 
adequate refining capacity to meet 
its needs. Surplus products from 
these Canadian refineries can be ex- 
ported only after obtaining a license 
from the federal authorities and it is, 
therefore, difficult to remove tem- 
porary surpluses from the Canadian 
market. As offshore products can be 
imported at compensated prices 
sometimes below the cost of refining 
in Canada, the return from refining 


and marketing in the eastern half of 
Canada has again deteriorated. 


In spite of these disruptive circum- 
stances, we continue to hope that in 
the long run the governments con- 
cerned will soon establish policies 
which will allow the oil and gas pro- 
ducing, refining and marketing com- 
panies to operate in the best interests 
of Canada as a whole. In addition to 
allowing the refining and marketing 
operations to earn an adequate re- 
turn, the urgent need today is fora 
policy that will encourage the search 
for and development of energy sup- 
plies in the frontier areas and from 
non-conventional sources to supply 
Canada’s requirements in the future. 
The resources available to Gulf 
Canada will continue to be employed 
in the development of these energy 
supplies to the extent that business 
prudence permits. 


Consolidated net earnings for 1974 
amounted to $161 million and repre- 
sented a rate of return on capital em- 
ployed of 14.7 per cent. It is essen- 
tial that at least this level of return 
be maintained if the Company is to 
be in a position to provide its share 
of the huge capital outlays the in- 
dustry will have to make to find and 
develop new sources of supply. 


Although 1974 earnings were ap- 
proximately 61 per cent higher than 
the restated $100 million reported 
for 1973, it will be difficult to main- 


tain earnings at this level in 1975 in 
view of the higher taxes and royal- 
ties which will apply throughout the 
year. Per share earnings were $3.54, 
compared with $2.20 in 1973. The 
financial and operating results are 
given in detail later in this report. 


Edward B. Walker, Ill, was elected 
to the Board of Directors, succeed- 
ing J. D. Barrington who retired after 
serving on the Board since 1968. Mr. 
Walker is an Executive Vice- 
President and Director of Gulf Oj! 
Corporation. 


C. G. Walker, who joined the Corn- 
pany in 1939 and was most recently 
Executive Director, Marketing, was 
appointed a Vice-Presicent respon- 
sible for coordination of relations 
with provincial governments, regula- 
tory boards, and other agencies. 


The gratifying records achieved by 
Gulf Canada in 1974 could not have 
been accomplished without the con- 
tinued support of our shareholders, 
the dedication and co-operation of 
our employees and dealers, and the 
sustained loyalty of our customers. 
These underlying strengths ensure 
that Gulf Canada will respond posi- 
tively and effectively in meeting the 
future challenges of our industry. 


On behalf of the Board, 


(een ~f~ 


Chairman of the Board. 


President. 


Toronto, Ontario, March 25, 1975. 


EXPLORATION AND 
PRODUCTION: (large 
photo) Operations in the 
Mackenzie Delta are 
supported from this base 
camp at Swimming Point, 
some 60 miles north of 
Inuvik, N.W.T. The 
Pelican drill ship (left 
inset) participated in two 
Company-interest gas dis- 
coveries on a 30-million- 
acre block off the coast 
of Labrador.’A major 
expansion program to 
enlarge crude oil produc- 
tion capacity was com- 
pleted late in the year at 
the wholly-owned Nevis, 
Alberta, gas plant (top). 
Gulf Canada increased to 
16.75 per cent its equity 
interest in the $2-billion 
Syncrude tar sands project 
(lower) following the 
withdrawal of a major 
participant. 


The year 
in review 


Exploration and production 


The substantial improvement in wellhead 
prices in 1974 was largely offset by higher 
provincial royalties which were a major factor 
in a decrease of 21 per cent from 1973 in net 
crude oil and natural gas liquid production 
after royalty. On a before-royalty basis, pro- 
duction was slightly over 139,000 barrels 
daily, down seven per cent from the previous 
year. Some of this decrease was due to 
natural decline in older fields and injection of 
gas liquids into a miscible flood scheme at 
South Swan Hills. The major reason, however, 
was the federal government's high export tax 
which made certain types of Canadian crude 
oil non-competitive in the United States, 
thereby reducing normal production volumes. 
Sales of natural gas averaged 483 million 
cubic feet daily before royalty, essentially un- 
changed from 1973 despite an extended shut- 
down last Fall during the expansion of the 
Nevis gas plant. 


Substantial capital expenditures were incurred 
during 1974 to maintain production and add 
capacity in oil and gas installations. The Com- 
pany participated in 57 development wells, 
mostly in Alberta, including a sour gas pro- 
ducer in the Stolberg area capable of flowing 
20 million cubic feet per day. Most of the 
enlarged facilities of the wholly-owned Nevis 
plant are now in operation, while the last 
major expansion at the Judy Creek plant is 


also on stream. Still underway are a railway 
spur to transport sulphur from the Strachan 
plant and installation of compression facilities 
at Rimbey; both plants are operated by Gulf 
Canada. 


In the Mackenzie Delta, the Company’s 1972 
gas condensate discovery at Parsons Lake had 
two successful follow-up wells in 1974. Gulf 
Canada now has a 75 per cent interest in four 
gas and condensate wells in the Parsons area. 
Gas was also discovered on 75-per-cent- 
interest acreage at Ya Ya A-28, where nine 
different sands recorded gas flows of up to 
eleven million cubic feet per day. At least 
eight Delta wells are planned for the 1974-5 
winter season, and at year-end four were 
underway. 


Under the joint-venture agreement with Gulf 
Oil Corporation, three wildcats were aban- 
doned in the Arctic Islands. The Neil well on 
northern Ellesmere Island earned the joint 
venture a 45 per cent interest in some 
185,000 acres, while the Eglinton Island well 
earned the Gulf companies about 45 per cert 
in approximately 283,000 acres. On the East 
Coast, two wells on the joint venture’s 30- 
million-acre Labrador shelf block were en- 
couraging, testing flow rates of 13 and 20 
million cubic feet daily at the Bjarni and 
Gudrid locations. This vast spread of acreage, 
in which the companies have a 1624 per cent 
interest, has now been tested by only three 
wells, and further delineation and new ex- 
ploration drilling is scheduled for 1975. 


Further south on the Grand Banks, Gulf 
Canada has now essentially earned an un- 
divided 25 per cent interest in a 12-million- 
acre spread via the farm-in route. Two wells 
at Dominion and Adolphus were drilled and 
abandoned during the past drilling season. 


Crude and natural gas liquids produced 
Thousands of barrels per day 
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Natural gas produced and sold 
Millions of cubic feet per day 
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_ REFINING: (large photo) 
) A 25,000-barrel-per-day 
| condensate facility is 
being added at Clarkson 
refinery to increase the 
manufacture of light oils. 
Insets: Total throughput 
of Gulf Canada’s six re- 
fineries and two asphalt 
plants reached a new high 
in 1974. The 80,000- 
barrel-per-day Edmonton 
refinery (left) provides 
products for the prairie 
provinces. 


In Alberta, a gas stepout from an earlier dis- 
covery well was recorded in the Erith area on 
a Devonian Swan Hills reef play 130 miles 
west of Edmonton. Another foothills stepout 
was drilled at Brown Creek, a 52-per-cent- 
interest well drilled under the terms of the 
Pan Ocean venture. This agreement will be 
terminated in early 1975 with Pan Ocean 
having spent its $17-million commitment to 
earn a 25 per cent interest in a selected 1.7 
million net Gulf Canada acres in the western 
provinces. 


In recognition of heavy oil as a potential 
source of future energy supply, 27 wells were 
drilled in Alberta to evaluate prospective 
reserves, and a small steam injection test at 
Wabasca, north of Edmonton, was conducted 
with inconclusive results. Government ap- 
proval has been received for a six-well 
delineation program at Cold Lake and for 
further in situ testing and a pilot project at 
Wabasca. 


Well Completion Data 


Exploratory 


Gross wells 1974 1973 1972 1971 1970 
Successful — oil —_ 1 sical A ak 
— gas 3 11 2 2, D 
Dry holes 20 40 19 13! 2 
Frontier discoveries 4 4 1 — — 
Total Rif 56 22 15 14 
Net wells 
Successful — oil ss =e ae a ai 
— gas 1 8 1 2 1 
Dry holes 11 25 A 10 6 
Frontier discoveries D D 1 = oe 
Total 14 35 13 WY If 
Development 
Gross wells OAR O73 9/2 Ole O70 
Successful — oil 30 24 35 39 10 
— gas 20 10 11 14 33 
Dry holes 7. ie DUS 14 3 
Total By/ 40 52 67 46 
Net wells 
Successful — oil 12 7 5 12 3 
— gas 6 3 3 3 9 
Dry holes 5 5 3 6 1 


Total 23 15 11 21 le’ 


Estimated Recoverable 
Reserves Before Deducting 
Royalties as at December 31, 1974 


Crude oil and natural gas liquids 
(millions of barrels) 496 


Marketable natural gas 
(trillions of cubic feet) 29 


Sulphur (millions of long tons) 5.0 


No reserves in remote frontier areas are included 


During 1974 Gulf Canada made a joint in- 
dustry submission to the federal government 
covering preliminary engineering plans for 
gas development in the Mackenzie Delta, in- 
cluding environmental and social-economic 
aspects. 


While current government policies have 
established royalties and income tax at levels 
that generally erode the economics of certain 
capital and exploratory ventures, Gulf Canada 
hopes that governments will soon modify 
their positions to encourage the level of 
activity required to ensure Canada’s energy 
potentials. The Company will therefore con- 
tinue in good faith in 1975 to explore the 
deep basin and foothills of Alberta as well as 
the frontier areas. While this level of activity 
will be lower than originally anticipated, it 


will be about the same as in the past two years. 


Further progress was made in mine develop- 
ment and construction of a processing mil! at 
the Rabbit Lake, Saskatchewan, uranium ore 
body in which Gulf Canada has a 5.1 per 
cent interest. Mill operations are scheduled 
to commence in the second quarter of 1975, 
with capacity production expected to be 
achieved by mid-year. 


A joint-venture agreement has been executed 
with Gulf Minerals Canada Limited under 
which Gulf Canada may participate on an 
equal basis in all new exploration activities 
undertaken by Gulf Minerals. A promising 
start was made during the year in exploring: 
for uranium and other base metals in a 
number of areas in Canada under the terms 
of this agreement. Gulf Canada also retains a 
ten per cent interest under a previous agree- 
ment with Gulf Minerals in certain uranium 
prospective lands in Saskatchewan on which 
exploration and development activities con- 
tinued in 1974. 


Refining 


The strong impetus given to Canadian petro- 
leum demands by the energy crisis in 1973 
carried over into the first part of 1974 and 
resulted in Gulf Canada’s total throughput 


increasing to 119.9 million barrels, up margin- 


ally from the previous year’s record of 118.5 
million barrels. The unusual growth in Gulf 
Canada’s own demand offset the loss of a 
major processing agreement at the Point 
Tupper refinery in mid-year. 


Refinery capacity was enlarged by 4,500 
barrels per day as a result of an effective de- 
bottlenecking program, and a further 25,000 
barrel-per-day increase will be achieved in 
the second quarter of 1975 with completion 
of the condensate unit at Clarkson refinery. 


Foreign crude supply and scheduling, as well 
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SUPPLY AND TRANS- 
PORTATION: (large 
photo) The supertanker 
Universe Portugal, largest 
ship to dock in a North 
American port, delivered 
2.4 million barrels of 
crude oil to Point Tupper 
refinery in September. 
Weekly rail shipments of 
bunker fuel are loaded at 
Montreal East refinery 


(left inset) destined for . 


a major customer at 
Sudbury, Ontario. Pipe- 
line facilities (right) de- 
livered record volumes 

during 1974. 


Crude Processing Capacity 


Barrels per 

stream day 
Point Tupper, Nova Scotia 87,000 
Montreal East, Quebec 75,000 
Clarkson, Ontario 66,500 
Moose Jaw, Saskatchewan* 11,500 
Calgary, Alberta* 7,500 
Edmonton, Alberta 80,000 
Kamloops, British Columbia 6,500 
Port Moody, British Columbia 32,000 
Total 366,000 


*Asphalt plants 


as light oil and bunker inventory problems re- 
sulting from the finished product import 
compensation program, caused a slowdown 
in refining operations during the last six 
months of the year. In November a five-day 
wildcat labor boycott at Kamloops refinery, 
coupled with a boiler explosion at Port 
Moody, resulted in the loss of about 250,000 
barrels of throughput. 


Labor problems of the prime contractor de- 
layed completion of a new carbon monoxide 
boiler at Edmonton refinery until the first 
quarter of 1975. This unit will improve the 
operability and economics of the refinery, 
and will help the plant meet Alberta’s 
stringent air emission regulations. 


Major capital expenditures have been made 
to ensure that Gulf Canada installations con- 


form to the changing environmental require- 
ments of the communities involved. Over $1.6 
million was spent on environmental improve- 
ment at five locations last year, and the 1975 
budget includes $6.4 million to be spent on 
14 projects at six locations, the largest com- 
mitment being at Clarkson refinery. 


During the year much effort was directed to 
planning for the modernization of lube facil- 
ities at Clarkson. Although definitive en- 
gineering and some site clearance continued 
over the year-end, a capital cutback made 
necessary by changes in federal income taxes 
has delayed this program pending improve- 
ment of Gulf Canada’s projected future cas 
position. 


Supply and transportation 


Much greater involvement of federal and pro- 
vincial governments in setting new regula- 
tions, conditions, and restrictions has affected 
disposal arrangements of Canadian crude oil. 
Government controls on crude prices were 
continued, with the proceeds of the tax levied 
on exports being used to reduce the effect in 
Eastern Canada of the continued rising cost of 
foreign crude imports. Importers of oil into 
Eastern Canada were compensated for most 
of the price increases during the year so that 
product prices in Eastern Canada did not rise 
to international levels. The high federal export 
tax reduced U.S. demand for Canadian crude 
and resulted in prorationing of Alberta crude. 


On December 1, 1974, the Alberta Petroleum 
Marketing Commission became the exclusive 


Crude oil processed by and for the Company 


H Imported [— Canadian 


Thousands of barrels per day 
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CHEMICALS: (large 
photo) The Varennes, 
Quebec, plant is being 

expanded to supply feed- 
stock to major customers. 

Pressurized tanks at 
Varennes (right inset) 

store ingredients for the 
manufacture of rubber. 

Bisphenol-A is tested for 
quality (/eft) at Montreal 
East chemicals plant. 


seller of crude oil produced from crown 
leases. This Commission posts selling prices 
for Alberta crude oils and purchasers must 
now buy their requirements from the 
Commission. 


To ensure adequate product supply, trans- 
shipment of Canadian crude from Vancouver 
to Eastern Canada via the Panama Canal con- 
tinued in the first quarter, then reverted to 
movements from Ontario to Quebec via the 
St. Lawrence Seaway. Further export controls 
were initiated by the National Energy Board 
covering propane and butane and the Board 
also instituted minimum export prices 
approximately equal to U.S. posted prices for 
these products. The sales volume and price of 
sulphur rebounded significantly in 1974. 


Transportation costs for both crude and 
products increased substantially. In addition, 
labor problems in rail and water transporta- 
tion industries created difficulties in maintain- 
ing supplies to our customers. To reduce Gulf 
Canada’s dependence on outside charters, 
the Company contracted for the construction 
of two 68,000-barrel ships which will be used 
for the movement of products in the Great 
Lakes and along the East Coast. Scheduled to 
commence service in 1976, the ships will be 
ice-strengthened and equipped with up-to- 
date navigation-pollution control equipment. 
Because of larger volumes and a cutback in 
rail service, Gulf Canada found it necessary to 
increase its tankcar fleet by ten per cent. 


Throughput of the Gulf Alberta pipe line was 
down ten per cent due to the decline in ex- 
port demand for Canadian crude oil. Expan- 
sion of the Alberta Products pipe line oper- 
ated by Gulf Canada was largely completed 
by year-end. 


Chemicals 


By the beginning of 1974 Gulf Canada was in 
a position to benefit from improving condi- 
tions in the Canadian chemical industry. 
Several steps had been taken in prior years to 
convert the chemicals operation from an un- 
tenable loss situation to a viable business: 


management and operations were reorgan- 
ized to a profit centre structure, marginal 
activities were terminated, new sales con- 
tracts were negotiated, and emphasis was 
placed on the most profitable lines of pro- 
duction. These corrective measures combined 
with a healthier business climate to boost 
chemical revenues by 74 per cent over the 
previous year and to achieve a record level 

of earnings. 


The brighter outlook for the chemical indus- 
try, after many years of depressed conditions, 
has resulted from a combination of factors. 
The most significant was the development of 
world-wide shortages of chemicals under the 
influence of a strong demand and an inade- 
quate production capacity. Higher costs and 
restrictions on availability of hydrocarbon 
feedstocks added to the shortages. Under 
these conditions, improved chemical prices 
were both necessary and obtainable. By 
renegotiating prices at mutually acceptable 
levels and maintaining production at high 
output, the Company gained significant bene- 
fits. One unfortunate note was the labor dis- 
pute which delayed completion of the ex- 
panded Varennes olefins plant to 1975. 


Other factors which will contribute to future 
profitability are the continued supply of viny! 
chloride monomer from the Varennes plant 
to B. F. Goodrich based on a new commercial 
arrangement and a major acetylene sale to a 
newly-formed company in Shawinigan, 


Quebec. 


Marketing 


The year opened with some doubt as to the 
adequacy of product supply to meet winter 
demands but, fortunately, emergency dis- 
tribution plans for the allocation of available 
product were not required. At year-end a 
reversal of this situation existed, with growing 
surpluses, especially in Eastern Canada, 
forcing selling prices lower than levels estab- 
lished in the first half of the year. 


Sales of petroleum products, as well as tires, 
batteries and accessories, showed gains in 
1974 and preliminary estimates indicate that 


Petrochemical sales 
Millions of pounds 


(es Other mem Ethylene. | 
227|570 | 
304 | 670 | 
308 | 790 
405| 841 
4231753 | 
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MARKETING: (large 
photo) Self-serve outlets 
continue to attract a large 

share of the motorist 
market. Insets: Over 500 
stations now offer Futura 

no-lead gasoline. Coal 

Harbour terminal at 
Vancouver services wide 

range of marine trade. 

A newly-developed rock 
drill oil was introduced 
to the mining industry. 


Gulf Canada has continued to enlarge its 
share of these markets. 


Throughout 1974 the Company supported the 
federal government's voluntary price freeze, 
and any changes in wholesale prices followed 
the guidelines of the federal and some pro- 
vincial governments to reflect the higher costs 
of crude oil and operating expenses. These 
guidelines fell far short of inflationary costs, 
and the Company is continuing to improve its 
operations to help offset the effects of these 
restraints. 


In gasoline retailing, Gulf Canada expanded 
its chain of self-serve outlets which have 
proved popular with motorists. The savings 
resulting from reduced distribution costs at 
these locations are passed on to the motorist. 


A bunker fuel contract to supply a major 
mining company in Sudbury, Ontario, has 
initiated the use of a 42-tankcar-unit train 
for the run from Montreal refinery. This 
specially designed train, equipped with facil- 
ities for fast loading and unloading, is an 
effective step in streamlining rail movement 
of bulk products. 


Superior Propane increased both its sales 
volumes and profits in the face of difficult 
market conditions. Propane users in Canada 
were placed in the position of buying energy 
requirements at or near prevailing world 
prices whereas consumers of other types of 
energy enjoyed the benefit of subsidies. In 
Alberta prices were frozen at 1973 levels 
which failed to take into account the many 
other escalating costs involved in product 
distribution. 


New uses continue to be found for propane. 
One of the more interesting in 1974 was its 
application as a heating fuel during construc- 
tion of the new communications tower in 
Toronto, the world’s highest structure. 


Research and development 


A process has been developed which enables 
conventional road-building equipment to in- 
corporate sulphur into asphalt. The mixture, 
in which sulphur replaces up to 50 per cent 


of the asphalt, is being tested both in new 
roads and in strengthening existing highways. 


Among products introduced in 1974 were a 
superior line of Gulflex greases for general 
industrial use, an automatic transmission 
fluid, and an improved windshield washer 
anti-freeze which remains effective at tem- 
peratures as low as —40°F. 


World-wide recognition of the Gulf Canada- 
patented low-pollution industrial Vortometric 
Oil Burner continued and at year-end there 
were eight licensees in North America, Europe 
and Japan. 


As part of its continuing program to protect 
the environment, the Company’s mobile 
laboratory tested the air-water quality and 
noise levels at refining and chemical facilities 
across Canada. In connection with the pro- 
posed natural gas pipeline from the Mackenzie 
Delta, analytical and phase behavioral studies 
continue to provide the data required for 
engineering design under the exacting 
climatic conditions in the Arctic. 


Employee and public relations 


Labor agreements, negotiated with all inde- 
pendent bargaining groups for a one-year 
period ending March 31, 1975, provided a 
ten per cent increase effective April 1, 1974, 
and a 31-month contract signed with the 
O.C.A.W. international union in 1973 con- 
tinued throughout 1974. The abnormal eco- 
nomic conditions of the past year, not fore- 
seen at the time of contract negotiations, 
necessitated additional wage adjustments and 
raised the total increase during the year to 14 
per cent. In addition, a special bonus of one- 
half month’s pay was granted to all em- 
ployees, regardless of union affiliation. 


Employee-oriented programs developed dur- 
ing the year included a Canada-wide video 
cassette network to assist in training and 
communicating with employees and the 
introduction of Flextime and special shift 
schedules. In the field of safety, the Presi- 
dent’s Incentive Award, signifying 365 days or 
one million manhours worked without a dis- 


Petroleum products sold 


Thousands of barrels per day 


(m= Others 
ey 


[[=55 Middle distillates [——_] Gasoline 
arr cl 
Fon 211 
82 | 228 
| We bepevee: 
ga 245 


100 | 262 


106 |272 


Ve) 


abling injury, was won by 1,935 employees in 
21 units throughout the Company. 


In the province of Quebec, Gulf Canada is 
investigating the implications of Bill 22 as it 
applies to the use of French as the working 
language. In Western Canada, the Company 
is continuing to co-ordinate its employment 
programs with those of government and in- 
dustry in training natives for meaningful work 
in the developing frontier areas. 


Gulf Canada continues to commit itself as a 
socially-responsible company on various 
fronts. 


In further attempts to protect the physical 
environment, additional water and air puri- 
fication equipment was installed at several 
locations, contingency plans for spills were 
updated, more emergency equipment was 
deployed in sensitive areas, and employees 
were trained in spill prevention and emer- 
gency operation. 


The Company supported a wide range of 
community activities not only with dollars but 
with dedicated individuals who identified 
themselves with projects or campaigns of 
their choice. Under a broadened donations 
policy, both nationally and locally, univer- 
sities, hospitals and social and cultural agen- 
cies in all parts of Canada benefitted, while 
Gulf Canada’s aid-to-education program in- 
creased its assistance to students receiving 
scholarships and fellowships. 


On the informational side, a continuing flow 
of industry-related information was provided 
to shareholders, dealers, employees and 
various publics in an effort to explain the fast- 
moving developments and often confusing 
situations with which the petroleum industry 
is faced today. 


Financial review 


Consolidated net earnings for the 
year amounted to $161.0 million or 
$3.54 per share, an increase of 61 
per cent over the 1973 earnings of 
$100.2 million or $2.20 per share. 
The 1973 earnings have been re- 
stated from those previously re- 
ported to reflect the adoption 
retroactively of tax allocation 
accounting for timing differences 
related to successful well and lease 
acquisition costs. 


Details of revenues which totalled 
$1,516.2 million, up $456.2 million 
from the previous year, are shown 

in Table |. 


Expenses before income and other 
taxes increased $317.9 million to 
$1,149.8 million. Much of this in- 
crease was due to crude oil pur- 
chases, reflecting not only the 
higher unit costs but also a sub- 
stantial rise in the volumes of 
crude oil which had to be pur- 
chased because of the increased 
share of the Company’s gross pro- 
duction taken as royalties by pro- 
vincial governments. Other factors 
included higher costs of products 
and merchandise as well as escalat- 
ing costs of labor, materials and 
other expenses. Exploration and 
dry hole expenses totalled $48.9 
million, an increase of $19.8 million 
over.1973: 


Income and other taxes amounted 
to $205.4 million, compared with 
$127.9 million in 1973. As shown in 
Table II, total taxes, royalties and 
other payments to governments 
borne by the Company amounted 
to $301.6 million, an increase of 
$142.3 million over 1973. 


The 1974 earnings represent a rate 
of return of 14.7 per cent on capital 
employed in the business. The high 
rate of inflation currently being 
experienced greatly increases the 
Company’s operating costs as well 
as amounts required to finance 
capital projects, inventories, and 
exploration programs. Under these 
conditions it is essential that earn- 
ings and the rate of return be main- 


tained at a level needed to gen- 
erate the funds required to carry 
these higher costs and investments. 


Working capital at December 31, 
1974, amounted to $357.7 million, 
an increase of $6.2 million during 
the year. Long term debt was sub- 
stantially reduced as the holders of 
81% per cent debentures maturing 
in 1989 elected to have $45.4 
million of the issue prepaid on 
December 1, 1974. In addition, de- 
bentures totalling $50 million and 
maturing in 1990 but which are 
subject to prepayment in 1975 at 
the option of the holders, have 
been included in current liabilities 
in the financial statements. 


Dividends declared during 1974 
totalled $36.4 million or 80 cents 
per share. An extra dividend of ten 
cents per share was paid on July 1, 
and for the last two quarters the 
regular dividend was increased 
five cents to 20 cents per share. 
Actual payments to shareholders 
amounted to 75 cents per share as 
the dividend for the last quarter is 
not paid until January 2 of the 
following year. 


Table III provides details of capital 
expenditures in 1974 and 1973 by 
major operating department. 


A comparison of earnings by quarter 
for the two years is shown in Table 
IV with the results for the second 
and third quarters of 1974 being 
restated to reflect the effect of the 
income tax changes proposed in 
the November 18, 1974, federal 
budget, many of which were retro- 
active to May 7. 


Total capital employed at Decem- 
ber 31, 1974, was $1,164 million. 
Total shareholders’ equity 
amounted to $898 million or 77 
per cent of total capital employed. 


Table I—Revenues 


1974 1973. Increase 
(millions) 

REMNeC DIOCUCIS 2 a a a, $1,036.5 $ 719.5. $ 317.0 
Natural gas, natural gas liquids and crude oil 19533 131.4 63.9 
Chemicals (fo 304 uae aioe 94.8 62.2 32.6 
Other operating revenues .............. 150.2 fs ite 30.9 
Investment and sundry income .......... 39.4 27.6 11.8 
TOL a ee a es oes $1,516.2 $1,060.0 $ 456.2 


Table IlI—Taxes and Other Government Revenues 


1974 __1973__ Increase 
(millions) 
From Gulf Canada 
HiConIe takes) ee $ 1245 $ 59.9 $ 64.6 
OInet axes! ee a 80.9 68.0 12.9 
Petroleum and natural gas lease payments 12.4 ran 53 
Crown TOVaINES oe) eo oe 83.8 pee Ome 
BUD fOla ee ee a, D306) $1 159.305 142.3 
Collected for governments 
Gasoline and fuel taxes .. 0. 0.01.6... 2096.5) 199.5. °$ 104 
Crude oil export taxes iis. 25s 64.9 her COs 
Cand (Old oe 70.1 >. BOL 4 13 


Table IIl—Expenditures on Property, Plant and Equipment 


1974 1973 __ Increase 
(millions) 
PYOUUCHON ce ie ie i eee tS She bh 1 Oo 2st S 33.5 
APANSOORALION 2) gk es iret aeetatals 3.4 6 2.8 
REMGIN Gi ey ata los ss «es T332 TZ 2.0 
PeIOCHENIICAIS 5 ce 8 ain pik tok aces 9.7 1.8 2 
DATICCUIONE ete See Sater cenginitie wet ioe amb 27.4 2555 1.9 
SD di gs pales atte Pane Se AGaNT: egal UP ioe Sar esac eee 1.0 Boi i? 
ROU ee a hr le: S150) $67.6. $48.3 
Table IV—Earnings by Quarter 
1974 LOL Oe Increase 
(millions) 
STU Ober nee Sr ek We Aas yl lobe tar wiat'y ot Br Ua Th Sein gee ee 1D 
DIGOCOTOL LOT lem sna a itoe uae Soltis we 40.5 20:9 19.6 
Cha! TUE Ta Co) 08 aR ne ser OU ORD aR a Bye 25:5 11.6 
BINA OU ARCCH ty ie GN Bal Maes BO, 41.6 33.0 8.6 
Be At ed pital Mag RS a $1 5161,0) 6$.100.2 7S) 60.8 
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Gulf € 


Consolidate 
Decembh 
Assets 1974 1973 
(millions of dollars) 
Current: 
Cash cect eo eee eee S$ 264 $ 158 
Marketable securities, at cost (approximates market value) ............. 118.9 ear 
Accounts receivable (Note 2). ee 407.4 230.1 
Inventories of crude oil, products and merchandise ................%. 246.0 1565 
Materials, supplies. and prepaid expenses’: 00.0. 26.8 18.1 
Fotal current assets ce ee a 825.2 595.2 


Investments, Long Term Receivables and Other Assets: 


Investment in associated and other companies (Note 3) ............... 18.1 18.4 
Deposits, long term receivables and other assets (Note 4) ............. 41.8 39.5 
59.7 Of 


Property, Plant ne Equipment at Cost 
less accumulated depreciation, depletion and amortization (Note ep 746.1 714.2 


$1,631.2 $1,367.3 


(See accompanying notes to financial statements) 


Auditors’ Report 


To the Shareholders of 
Gulf Oil Canada Limited: 


We have examined the consolidated balance sheet of Gulf Oil Canada 
Limited and subsidiary companies as at December 31, 1974 and the 
consolidated statements of earnings and changes in financial position 
for the year then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circum- 
stances. 


Toronto, Canada, 
February 7, 1975. 


canada Limited 


yalance sheet 


1, 1974 

Liabilities 

Current: 

Accounts payableand accented Wabilities 50 ee ee es ee eae 

Mmoeomerndned Ouler taxes Davable (03 fe vale gi. pe ete els eee Fs 

Gurrentporiion of long term: debt: (Note 7) ite ie ele ies ge dace gis deel 

aerial any a err reno inet. e's cn ctiess on eed gues ale Oa gcuwe Koa byes 
Pe UCC CTV ADH OS rp crise ach eee tae Ney en ayy vie ee he Cala wo daar ain 


PORE UUEIITE DERE INOUE) ie ie ec oleae ee ta lew a oye naeslW nid os 


Deéterred Income 1axes: (NOtC:8) a a ei ee ad ee oe 


Shareholders’ Equity 


OSCE SECU ONIN NN) oo ria tome reeds rN emilee euCUG TUL loa ay ahve pln Sloe dl tea 
Be OC COMIN S i aren ne eae sae kT, vere a nals haaMe ui euer eh CL aca IESy ahi ahs 


MiGad sabe NOICels “GUY Jara ocak ul siren calcio alee 's Se gtk Pac's a 'oua' 


On behalf of the Board: 
Jerry McAfee, Director 


Beverley Matthews, Director 


In our opinion these consolidated financial statements present fairly 
the financial position of the companies as at December 31, 1974 and 
the results of their operations and the changes in their financial position 
for the year then ended, in accordance with generally accepted account- 
ing principles applied, after giving retroactive effect to the change in 
tax allocation accounting referred to in note 8 to the financial state- 
ments, on a basis consistent with that of the preceding year. 


Clarkson, Gordon & Co., 
Chartered Accountants. 


1974 


102.6 


162.8 


1973 


(millions of dollars) 


196.0 


eke, 
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Gulf Oil Canada Limited 


Consolidated statements of earnings 
Year ended December 31, 1974 


1973 


(millions of dollars) 


Earnings 1974 
Revenue: 
Net sales and other‘operating revenues ;.-. 0... .i5:. 5 o.\pauae eee $1,476.8 
investment and sundry IMCcome: sc 2:20 ns onion tees ee eee 39.4 
P5162 
Expenses: 
Purchased crude oil, products and merchandise ...............-+-- 652.3 
Operating and exploration expenses...) 7a ee ee 198.4 
Selling, general and administrative expenses .2 2.5... ss clues oe 214.8 
Depreciation, depletion and amortization (Note 6) ................ 70.4 
Interest on longiterm debt) on 2..t:5 45 oes ae 2 ee 139 
1,149.8 
Earnings before income’ and other taxes se ee 366.4 
Taxes 
Taxes other: than taxeson income =%/s .)as:. eo tieu ae eee ee 80.9 
Income taxes (includes deferred income taxes of $8.9 in 1974; 
$7.5 in AGZ3) NOTE: By. os oe crac ate aes ras ant 124.5 
205.4 
Earnings for the Year $ 161.0 
Earnings per'share=. 0.004 a ayinsces ow ore nk ne ee 2) 3.04 
Retained Earnings 
Balance, beginning of the year as previously reported .............. 
Deduct deferred income taxes with respect to successful well and lease 
acquisition costs: (Note Gy a 25\. mw eae Sas oeateme cy cee ane ee 
Balance, beginning of the year, as restated ..)....4...225. eae $ 492.8 
Add earings for the year 50h eye iu engl aerator eee 161.0 
653.8 
Deduct dividends on common shares..:401. es ee eee ee 36.4 


Balance, end of the year... 5. 2. eee ee $ 617.4 


(See accompanying notes to financial statements) 


$1,032.4 
256 


1,060.0 


$ 461.2 


36.8 


$ 424.4 


100.2 


524.6 


3:6 


$ 492.8 


Gulf Oil Canada Limited 

Consolidated statement of changes 
in financial position 

Year ended December 31, 1974 


Source of Funds: 


(millions of dollars) 


BOI OC PALMS hte erential e Wl bya isla tela: S0eiwedis-w 6 oe 
DALESHOU TO DCTS ai ct aih t s ielarg Pai gae uel ols aigee tans aig al slats 01S. 
ape cde igay Brey) WOR Yds) RUS is UIE Ok Bee CLAS Ces eee ee 
Dale Ol IVecUNCINS Moca warn tala nce er eS ee 


Use of Funds: 


Additions to property, plant and equipment ..............-..... 
Reduchion inoong term-debt (Note.7) ea iS a cae els 
BUSINES Fey na Cun 2 600 UE trier Mee eg, Maem Ae HOSE Dano Ceci mn tac ne 
EVO TIO By ee eres ae ce are) Sie ar AL eg te Se eA oS lala 


Mice ease ui Grntina Canitalisi cn Made ea TS a. ay 


Working Capital Changes: 


Increase (decrease) in current assets — 


CAS AnUrinalKelamme SeCUriLICS oes ta i ek coke ye de eeeh wan 
PCCOUM IS RUCEIV AD IC roe et tain aes ol or Re ees kale el eal 
HIVeTOTies CNC i MiatOMalS voi. ok ote a ere Mista c a TE REE Lt gy 


Less increase in current liabilities — 


ACCOUNTS and GIVIGENCS, DaVaDIe icc? (Cac e usals va uiee sg eins os 
income aid Ofer taxes payable a cucu clvaka pees bee kee es + ee 
Surrent portion ortone term Gebt 5 oa. wk Lew ee cove 


PCOS EME WVORKIIOOGAU Lal ie ey re ates acme aie wea aeelk Sora gs Sala aces oe 
Wiorkitievcapital,, besuinine Of the Veat vai a4. ucs ee eee sees ee 


NVORKING apiidl CNG OLnhe VEAl cde cate. ce ea ees a eek es eiels vote a's 


*Net earnings adjusted for charges or credits not affecting working capital. 


(See accompanying notes to financial statements) 
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Gulf Oil Canada Limited 


Notes to consolidated financial statements 
Year ended December 31, 1974 


1. Accounting Policies 


Principles of consolidation— 
The accounts of the company and all subsidiary companies are included in the financial statements. 


Investments in less than 50 per cent owned joint venture companies are accounted for on the equity 
basis. 


U.S. dollar liabilities— 


Liabilities in U.S. dollars have been translated to Canadian dollars at year-end rates of exchange. 


Inventories— 


Inventories of crude oil, products and merchandise are valued generally at the lower of cost applied on 
a “first-in, first-out” basis or market value determined on the basis of replacement cost or net realizable 
value. Materials and supplies are valued at cost or lower, depending on the condition of the items. 


Exploration and development costs— 


Exploration expenditures, including geological and geophysical costs, annual rentals on exploratory 
acreage and dry hole costs are charged to expense. Costs of drilling discovery wells in remote frontier 
areas where future production is not reasonably assured are also charged to expense. 


The initial acquisition costs of oil and gas properties together with the costs of drilling and equipping 
successful wells (other than discovery wells in remote frontier areas) are capitalized. 


Depreciation, depletion and amortization— 


Capitalized costs of oil and gas properties and drilling and equipping wells are charged against earnings 
on the unit-of-production method using estimated recoverable oil and gas reserves. Charges are made 
against earnings for depreciation of investment in plant and equipment based on the estimated 
remaining useful lives of the assets using either the straight-line or the unit-of-production method, 
whichever is appropriate. 


Income taxes— 


The company provides for income taxes on the tax allocation basis whereby the provision for income 
taxes each year is computed on the basis of the depreciation and other charges reflected in the 
statement of earnings rather than the related amounts claimed as deductions in the company’s tax 
return. (see note 8) 


Gasoline, fuel and export taxes— 


Gasoline and fuel taxes collected for the provincial governments and export taxes collected for the 
federal government are not included in revenues and expenses. 


Crude oil transactions— 


In addition to its own net production, the company purchases large volumes of crude oil from other 
producers and sells whatever crude oil is not required for its own refineries to other companies in the 
oil industry. It is the company’s practice for the most part to offset crude oil sales ($991 million in 1974 
and $584 million in 1973) against crude oil purchases and thus exclude such transactions from both 
revenues and costs. 


Oil import compensation program— 


Under the oil import compensation program the federal government agreed, effective January 1, 1974, 


to compensate eligible importers for certain cost increases with respect to petroleum imported for 
consumption in Canada, provided the importing company voluntarily maintained prices for products 


obtained from imported petroleum at the level suggested by the Government. Compensation received 


or recoverable under this program is reflected as a reduction of the cost of purchased crude oil. 


2. Accounts Receivable 


Accounts receivable consist of the following: 


General trade receivables 
Advances and sundry receivables 
Oil import compensation recoverable* 


1974 


(millions of dollars) 


HS AMEN seh cita car wisine er SULT teen Tau eN wie helaMs im eoharsi te! el apf $294.8 
acca Map Nelle raua aa nt eta ten eo enatlas Mies! ata lioe god y ha 41.0 
AME) ENG es oR Sr Gee staan gRNEL 7 NET es a Oe 71.6 


ie 


$204.7 


25.4 


$230.1 


*Recoverable upon the filing of the necessary claims in 1975 when final documentation becomes 


available. 


3. Investments in Associated and Other Companies 


At cost: 


With quoted market value (based on closing prices at end 


of each year)— 
1974—$30.0 million; 1973—$52.5 million 
Without quoted market value 


At equity: 


Investment in joint venture companies at cost plus equity in 


undistributed earnings 


4. Deposits, Long Term Receivables and Other Assets 


1974 


1973 


(millions of doilars} 


Other assets include $8.4 million ($9.0 million in 1973) of excess cost of businesses acquired previously 


shown as a separate item. 


5. Property, Plant and Equipment 


Production 
Transportation 
Refining and petrochemicals 


Marketing 


CUE GR aie ts teak, Sey eaote as 


*Includes accumulated depletion 
properties. 


Gp Biyie),i0) (Bi ee) @)L'e) (6) el ee eis sere ‘le; a evi) fei 


oh 10) (Ola eee er.s ole ol th hal 


Chie ler ena. 8: 6 ee oe: © 


O) Ye 9\) jee (0: Le, cee: whe, © 


Gross 


investment 


at cost 


$1,432.8 


Accumulated 


depreciation, Net Net 
depletion and — investment investment 
amortization 1974 1973 
(millions of dollars) 
*$256.4 $274.5 $242.7 
18.0 14.1 atie/, 
262.6 ROE, DBS 
W387 178.0 72S 
ARO 11.6 ilalte 
$686.7 $746.1 $714.2 


of $42.3 million with respect to the acquisition costs of productive 
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6. Depreciation, Depletion and Amortization 


Depreciation, depletion and amortization in the statement of earnings consist of: 
1974 1973 


(millions of dollars) 


Depreciation. of plant and equipment: 2620.3. wea ean eer $58.3 $57.6 
Depletion of acquisition costs of productive properties .................. 2.8 3.0 

Amortization of non-producing properties, drilling costs and other 
intangible. assets ib isaac eae nae aie inne te toe Ue a na tear erat 9.3 117, 
$70.4 $72.3 


7. Long Term Debt 


Maturity Amount 
(millions of 

dollars) 

Debentures 
vK) Fe) SAR RM URE HER DA Wa Vip One eia Coe Ue feYg Reee el ane iri acter Taw a ous ae can Te oS TOZS $ 6.0 
5 U6 Go’ SOTi@S Ag Re ce hee os eae rks See nts 1977 6.1 
53g Me SORES: Bic acd acon meee ul a ae as Rr ee ace pn ect nn Og eee 1982 49 
54a % ; Series ‘CG: (US.) 99:3 -miliOn ke ieeeae Ase, CR ee once 1982 9.2 
7 3}6 los SOriOS: Tee Gi Se AUS ee rg cat oes Geet eRe any NEO oat gen Ree 1978 10.0 
Tee, SOTIOS Bis Os Une car eer. Sey eaves LOT sas AV ata Die enc eMart 1988 35.9 
BY OG Orava as yee mine aen aed PAR re te us PAU Mie a yma be RG IAe EERE, 1989 4.6 
85/8849 6) ees ey era aU riateon Rar coun Mauser eI MCMA PN VIVE MIE RCE SA ae LE 1990 50.0 
Interest free loans ..... fs) Miemsnet rca Gar ale am dil ie NUMA kiN Repl eet ras 26.0 
Other long: term obligations . 7G) ee ee varying dates 6.7 
159.4 
Less instalments due within one year included in current liabilities (a) ... 56.8 
$102.6 


All debenture issues except Series D require sinking fund payments by the companies. 


Approximate annual instalments of long term debt due (including maximum amounts that may be 
repayable under (a) and (b) below) in the next five years are: 


1975-$56.8 million; 1976-$2.5 million; 1977-$8.5 million; 1978-$24.6 million; 1979-$18.0 million. 


(a) Between March 15, 1974 and March 15, 1975 the holders of such debentures may elect to have 
the company prepay the principal amount on September 15, 1975. No significant elections have 
been made to December 31, 1974 but in view of the prevailing interest rates, the total principal 
amount has been included in 1975 instalments. 


(b) Under terms of an agreement for exploration and development of certain properties these loans 
are repayable in varying amounts commencing no earlier than 1978. 


8. Income Taxes 


In accordance with rulings by the Provincial Securities Commissions in Canada, the company 
retroactively adopted tax allocation accounting for timing differences relating to successful well and 
lease acquisition costs effective January 1, 1974. Accordingly the financial statements reflect a charge 
to retained earnings (with a corresponding increase in deferred income taxes) of $36.8 million as at 
January 1, 1973 and the restatement of 1973 figures. The effect of this change was an increase in net 
earnings of $1.8 million in 1974 (a decrease of $1.5 million in 1973). 


The operations of the company are complex and the income tax legislation and regulations are 
amended frequently. The company has made what it believes to be adequate provision for income 
taxes including the estimated effect of income tax changes proposed in the November 18, 1974 Federal 
Budget and subsequent Provincial Government announcements. 


9. Capital Stock 


Shares without nominal or par value: 


Authorized — 68,000,000 
Issued — 45,492,906 


The company’s incentive stock option plan provides for the granting of options to purchase common 
shares of the company at the market price on the day when the options are granted. Under the plan, 
options become exercisable after one year’s continuous employment immediately following the date 


the options are granted and are for a period of ten years. No options were granted or exercised in 1974. 


At December 31, 1974 4,500 common shares were under option to officers at a price of $18! 46 per 
share. These options have a normal expiry date of October 4, 1977. 


10. Pension Plans 


The company has pension plans covering substantially all employees. The contributions by employees, 
together with those made by the company, are deposited with insurance companies and/or trustees 
according to the terms of the plans. Pensions at retirement are related to remuneration and years of 
service. The amounts charged to income (including amounts paid to government pension pians) were 
$5.2 million during 1974 and $6.1 million in 1973, which amounts included amortization of prior service 
costs. The unfunded prior service pension costs were approximately $14.6 million at December 31, 1974 
(of which approximately $8.3 million represents the actuarially computed value of vested benefits) and 
these will be funded and charged to earnings over the next fifteen years. 


11. Amounts Owing to and from Affiliated Companies 


Amounts owing to and from affiliated companies, all of which arose in the normal course of business, 
were $69.3 million and $19.3 million respectively at December 31, 1974 ($32.9 million and $13.9 million 
respectively at December 31, 1973). 


12. Commitments and Contingent Liabilities 


Syncrude Project — The company has an interest in a project (operated by Syncrude Canada Ltd.) for 

the extraction of oil from Athabasca Oil Sands Leases in the Province of Alberta. After withdrawal of 
one of the participants in December, 1974, new participants were sought and in February, 1975 the 
Governments of Canada, Alberta and Ontario agreed to participate in the project. Total project costs for 
the construction of the 125,000 barrel-a-day plant, expected to be completed in 1978, are estimated to 
approximate $2 billion. Under the announced arrangements, Gulf Canada’s interest (16.75 per cent) will 
involve a total commitment of $335 million and will in part be financed through a loan of $100 miflion 
from the Government of Alberta on terms to be negotiated. Through options held by the Government 
of Alberta, the company’s interest could be reduced to about 9 per cent with a corresponding reduction 
in its investment. 


The company has other commitments in the ordinary course of business for the acquisition or 
construction of fixed assets and the purchase of materials and services and contingent liabilities under 
various guarantees which are not significant in relation to net assets. 


Rentals under long term leases for real property and other facilities approximate $20.0 million annually. 
Under certain of these long term leases, the company has the option to purchase the !eased assets and 
is obligated to make advances from time to time which will be applied against the purchase price if the 
option is exercised. It is estimated that such advances will aggregate approximately $20.4 million over 
the terms of the lease agreements (which expire in 1982). Advances to December 31, 1974 amounted to 
$8.5 million and during the next five years will aggregate approximately $6.4 million of which $1.1 
million will be payable in 1975. 


13. Remuneration of Directors and Officers 
The aggregate remuneration in 1974 of the company’s twelve directors as directors was $80,000. Two 
directors were also officers of the company during the same period. The aggregate remuneration during 


1974 of the company’s officers (which includes fifteen past officers) as officers was $1,425,000. No 
directors or officers of the company received any remuneration from a subsidiary of the company. 


14. Reclassification of Comparative Figures 


Certain 1973 figures have been reclassified to conform with 1974 presentation. 
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Five year financial summary 


Amounts, except for unit statistics, expressed in millions of dollars 


1974 | 


1973 1972 
Balance Sheet 
Current assets aie sacle eae ted lst sare $625.2 .000 $5952 Gag 
Deduct: Currentiabllities 2 20s ae aa 467.5 243.7 161.1 : ; 
Working \Capital caps ei ci einen er pune 3577 851.5 2013 
Property, plant and equipment—net ............. 746.1 714.2 ee, 
Investments, long term receivables and other assets 59.9 57.9 63.0 
Capital emplovedsi2 =. sane - au cera eee 4 A637 ja Wei 1,047.0 
Deduct=Vong term debt tein se eee eae 102.6 196.0 195.4 
Deférred Income taxes-on. iia ee oes wee 162.8 153.9 146.3 
Shareholders’ equity:-2.<: Uh eon he eee ee $ 898.3 6 aoe $705.3 
Per share ik iain oat bee eee ee eee iene 19:75. 2S 5 Oleg etont 
Capital Expenditures 
New property, plant, and equipment ............. ose ovis Fem anova Nem umes i s)e 2) 
Fixed assets of acquired subsidiaries ............. a —- 25 
$115.93 SOG rib Org 
Earnings 
Total’ Tevenue tas 28s sens he en iene a ae $1,516.2 $1,060.0 $ 874.4 : : 
Deduct: 
Exploration and dry hole:costs 2)..2ce ees ee 48.9 291 28.1 
Depreciation, depletion and amortization ...... 70.4 723 65.6 
Purchases and other expenses ...............4- 1030.5 730.5 635.1 ; 
1,149.8 831.9 728.8 
Earnings before taxes and extraordinary items ..... 366.4 228.1 145.6 
Taxes: 
Taxes, other than ticome taxescs 0 er ee ee 80.9 68.0 50.1 
INcOMe axes yc setts Nass mune oe een ie ore 124.5 59.9 293 
205.4 12729 P92 
Earnings before extraordinary items .............. 161.0 100.2 66.4 
Extraordinary ie misa.c.c0 ac ares ot emer eee — — = 
Earnings forine year uate jae treet aie en een ee $ 161.00 $100.2) $2664 
Rate of Return 
On average Capital-employed sv). ts i Geen: 14.7 10.0. 73 
On'average shareholders’ equity = ..)).2 0... 19:3 13.6 97 
Funds from Operations Si 237.Or aoc On| $ 149.9 
Dividends Paid $ 36.4 $316 ee es) 
Per Share 
Earnings before extraordinary items .............. $7 S54 $e 0a 
Earnings for the year a: case acim reat wnnteme ge as 9.) 3,54 $ 20 220 esa al ae 
Cash dividends Sev ace eee reat et eee $ 80 §$ Via .60 


Note: Amounts shown have been restated, where necessary, to be comparable with 1974. 


Taxes and other government revenues 
Millions of dollars G9 Borne by Gulf MM Collected for governments 


Net earnings 
Millions of dollars (229 Paid to shareholders 2 Retained in business 


161 


Funds from operations 
Millions of dollars 


Capital and exploration expenditures 


Millions of dollars GE Capital MBB Exploration expense 


Capital employed 
Millions of dollars GE Property, plant and equipment M3883 Working capital G9 Other assets 


958 


Hae 


26 


Five year summary of operations 


Crude and Natural Gas 
Liquids Produced 
(thousands of barrels) 

Gross 
Net 
Per day — gross 
— net 


Crude Oil Processed 

by and for the Company 
(thousands of barrels) 
Total 

Per day 


Petroleum Products Sold 
(thousands of barrels) 
Total 

Per day 


Natural Gas Produced and Sold 


(millions of cubic feet) 
Gross 
Net 
Per day — gross 
— net 


Petrochemical Sales 
(thousands of pounds) 
Total 

Per day 


Sulphur Sales 
(long tons) 
Total 

Per day 


Net Wells Capable of 
Producing at Year-End 


Net Wells Drilled 


Net Acreage under Lease 
Reservation and Option 


(thousands of acres) 


1974 


50,784 
36,210 
SY 

99 


120,623 
330 


99,426 
2/2 


176,473 
148,011 
483 
406 


752,827 
2,063 


272,985 
748 


1,438 


37 


24,631 


1973 


54,476 


45,613 . 


149 
125 


119,413 
aa/ 


95,550 
262 


177,789 
158,510 
487 
434 


841,204 
2,305 


203,079 
556 


1,453 


50 


25,668 


172 


48,514 
41,662 
133 
114 


108,780 
207 


89,852 
245 


182,680 
164,140 
499 
448 


790,239 
Va habe, 


176,471 
482 


1,468 


24 


24,090 


1971 


42,285 
36,538 
116 
100 


se Pans OT 
255 


83,097 
228 


189,461 
170,214 
519 
466 


670,259 
1,836 


164,324 
450 


1,482 


ao 


27 463 


1970 


38,855 
33,643 
106 

O27 


74,744 
205 


Tay Nee 
211 


159,378 
143,862 
437 
394 


570,050 
1,562 


152)236 
417 


1,585 
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27,140 


Directors 


R. J. Butler 


Chairman of the Board, The T. 
Eaton Co. Limited, Toronto, 
Ontario. Director: National 
Trust Company Limited. 


Jerry McAfee 

President and Chief Executive 
Officer, Gulf Oil Canada 
Limited, Toronto, Ontario. 
Director: The Bank of Nova 
Scotia; The Steel Company of 
Canada, Limited. 


Edward B. Walker, III 
Executive Vice-President and 
Director, Gulf Oil Corporation, 
Pittsburgh, Pennsylvania. 


E. H. Crawford 


President, The Canada Life 
Assurance Company, Toronto, 
Ontario. Director: Canadian 
Imperial Bank of Commerce; 
Canborough Corporation. 


Gérard Plourde 

Chairman, UAP Inc., Montreal, 
Quebec. President: Hopital 
Notre-Dame. Vice-President 
and Director: Alliance Com- 
pagnie Mutuelle d’assurance- 
vie; The Toronto-Dominion 
Bank. Director: Anglo-French 
Drug Co. Ltd.; Bell Canada; 
Editions du Renouveau Péda- 
gogique Inc.; Northern Electric 
Company Limited; The Molson 
Companies Limited; Rolland 
Paper Company Limited; 
Steinberg’s Limited. 


W. H. Young 


President, The Hamilton Group 
Limited, Burlington, Ontario. 
Director: The Steel Company 
of Canada, Limited; Harding 
Carpets Limited; Gore Mutual 


Insurance Company; National 


Trust Company Limited. 


E. F. Crease 


President, Alfred J. Bell & Grant 
Limited, Halifax, Nova Scotia. 
Director: Canada Permanent 
Trust Company; Eastern 
Canada Savings and Loan 
Company; Halifax Atlantic 
Investments Ltd. 


Alfred Powis 

President and Chief Executive 
Offlcer, Noranda Mines 
Limited, Toronto, Ontario. 
Chairman: British Columbia 
Forest Products Limited. 
Director: Canadian Imperial 
Bank of Commerce; Placer 
Development Limited; 
Simpsons Limited; Sun Life 
Assurance Company of 
Canada. 


R. A. Laidlaw 


Toronto, Ontario, Director 
Emeritus. 


j. Peter Gordon 

President and Chief Executive 
Officer, The Steel Company of 
Canada, Limited, Toronto, 
Ontario. Director: The Inter- 
national Nickel Company of 
Canada Limited; Bank of 


Montreal; Canadian General 


Electric Company Limited; Sun 
Life Assurance Company of 
Canada. 


R. G. Rogers 

President and Chief Executive 
Officer, Crown Zellerbach 
Canada Limited, Vancouver, 
British Columbia. Director: 
Canadian Imperial Bank of 
Commerce; RCA Limited; 
Genstar Limited; Hilton Canada 
Limited; Royal General 
Insurance Company of Canada. 


Beverley Matthews, Q.C. 
Senior Partner, McCarthy & 
McCarthy, Toronto, Ontario. 
Director: The Toronto- 
Dominion Bank: TransCanada 
Pipelines Limited; Brascan 
Limited; Westinghouse Canada 
Limited; The Canada Life 
Assurance Company; Gulf Oil 
Corporation. 


C. D. Shepard 
Chairman of the Board, Gulf Oil 
Canada Limited, Toronto, 
Ontario. Director: The Toronto- 
Dominion Bank; The 
Carborundum Company. 
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Gulf Oil Canada Limited 


Directors 

R. J. Butler 

E. H. Crawford 
Ege wrease 

J. Peter Gordon 
Beverley Matthews, Q.C. 
Jerry McAfee 
Gérard Plourde 
Alfred Powis 

R. G. Rogers 

C. D. Shepard 
E. B. Walker, III 
W. H. Young 


Director Emeritus 


R. A. Laidlaw 


Head Office 
800 Bay Street, Toronto, Ontario 


Marketing Region Offices 
Montreal, Quebec; Toronto, Ontario; Calgary, 
Alberta 


Chemicals 

Headquarters: Montreal, Quebec 

Plants: Montreal East, Shawinigan and Varennes, 
Quebec 


Accounting and Data Processing Centres 
Montreal, Quebec; Toronto, Ontario; Calgary, 
Alberta 


Research and Development Centre 
Sheridan Park, Ontario 


Exploration and Production 

Headquarters: Calgary, Alberta 

Operated gas plants: Gilby, Morrin-Ghost Pine, 
Nevis, Pincher Creek, Rimbey, Swalwell and 
Strachan, Alberta 


Pipelines 


Operated pipelines: Alberta Products, Gulf Alberta, 
Gulf Saskatchewan, Rimbey, Saskatoon, Shawinigan 


and Valley 


Officers 
Jerry McAfee, President and Chief Executive Officer 
C. D. Shepard, Chairman of the Board 
L. P. Blaser, Senior Vice-President 

J. L. Stoik, Senior Vice-President 

F. D. Aaring, Vice-President 

R. T. Brown, Vice-President 

R. E. Harris, Vice-President 

D. S. Lyall, Vice-President 

S. G. B. Pearson, Vice-President 

H. W. Peterson, Vice-President 


J. C. Phillips, Q.C., Vice-President, 
General Counsel and Secretary 


J. F. Runnalls, Vice-President 
C. G. Walker, Vice-President 
R. W. Cochrane, Treasurer 


J. A. Scobie, Comptroller 


Refineries 

Point Tupper, Nova Scotia; Montreal East, Quebec; 
Clarkson, Ontario; Edmonton, Alberta; Kamloops 
and Port Moody, British Columbia 


Asphalt Plants 
Moose Jaw, Saskatchewan; Calgary, Alberta 


Principal Affiliates (wholly-owned) 
SERVICO LIMITED 

Head Office: Quebec, Quebec 
President: R. T. Brown 


SUPERIOR PROPANE LIMITED 
Head Office: Toronto, Ontario 
President: R. G. Samworth 


Registrar 
Canada Permanent Trust Company, Toronto 


Transfer Agents 

Canada Permanent Trust Company — Vancouver, 
Calgary, Regina, Winnipeg, Toronto, Montreal, 
Saint John, N.B., Charlottetown, Halifax, St. John’s, 
Newfoundland 

Registrar and Transfer Company — New York 


RESEARCH AND DEVEL- 
OPMENT: During the year 
Gulf Canada introduced 
and road-tested a new 
process which incor- 
porates sulphur into 
asphalt. The mobile 
laboratory (right) con- 
tinued to check the air 
and water quality in 
plants across Canada. 


Critical issues: Communications 


The past year was extremely difficult for oil 
industry communications. Constantly chal- 
lenged to explain its position on a vast range 
of energy issues — often to hostile and 
sceptical audiences — the industry expended 
considerable extra effort to speak out and 
be heard. 


Gulf Canada in various ways sought to pro- 
vide Canadians with a better understanding 
of the reasons underlying the nation’s current 
energy problems. The scope and depth of 
informational output was increased and steps 
were taken to encourage greater accessibility 
of Company personnel to representatives of 
the media and other groups. 


Because of growing government intervention 
in many areas of oil industry operations, more 
emphasis was put on communications with 
public agencies and government bodies. 
During the year submissions or presentations 


were made to the National Energy Board and 
to nine provincial governments. 


The preoccupation of Canadians with energy 
matters and their search for answers to the 
tremendous problems in this area stimulated 
considerable change in the quantity and 
content of information to Gulf Canada’s 
shareholders, dealers and employees. In 
addition to quarterly financial statements, 
which in 1974 emphasized issues of taxation 
and earnings, shareholders last year received 
a number of other informational pieces of 
topical interest. Service station operators were 
advised as to Gulf Canada’s positions on 
various issues through their own magazine, 
and reinforced channels of communication 
kept employees fully informed on the latest 
industry developments. 


The Company will continue to do its best to 
keep its publics informed. 


